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The Companies listed on Attachment A submit the following comments

requesting respectfully that the Federal Communications Commission

consider them in CC Docket 93-6.

NECA BOARD COMPOSITION

The present NECA Board compos i t ion has served NECA members we 11. The

respondents strongly support the continued representation on the NECA

Board by nine Subset 3 members. Nine Subset 3 representatives are

required due to the large number of companies and the diverse

characteristics of the companies within this subset. Any change in the

number of NECA Board members which may result from this proceeding

should in no way reduce representation for the small companies that

comprise Subset 3.

ON-LINE ACCESS TO NECA DATA BASES

The respondents have concerns about the Commission's proposal that NECA

provide on-line, dial-up access to its computer-based data files. On-

line access poses serious security risks and will result in added

administrative costs which would outweigh any benefit to be obtained.

No other carriers, including Tier 1 LECs which comprise over 90% of

industry revenues, are required to provide access to computer

databases. Requiring NECA pool participants to provide this

information is inconsistent with other Commission decisions which seek

to minimize filing requirements for small LECs.

DATA CERTIFICATION

The Commission should not impose any additional rules requiring

certification of data provided to NECA by LEC officers or employees.

Sufficient data review which meets acceptable accounting and audit



practices can be achieved without imposing such rules. Further, much

of the data provided to NECA for tariff and settlements purposes is

est imated. I t is unreal ist ic to suppose that LEC employees are in a

position to certify estimates.

COMPENSATION

The six member Compensation Committee of the NECA Board reviews and

approves compensation plans for NECA employees. This Committee can and

does deal with the complex issues raised by the Commission concerning

incentive compensation. The "incentive compensation" issue, or any

other compensation issue, should be left in the hands of the NECA Board

that is held responsible for the overall operation of NECA. Further,

the respondents believe that it would be in the best interest of the

FCC, NECA, and all members of NECA, that the full compensation package

of the officers of NECA be published at least to member companies.

The respondents, however, believe that incentive compensation, if

structured properly, may be helpful in creating efficiencies at NECA.

For example, monetary rewards for excellent service to members and cost

savings achieved through streamlined operations would benefit not only

the reward recipients but the industry as a whole. Other objectives,

like pool earnings and audit "quotas", should not be included in an

incentive compensation plan.

Final pool earnings for a given year are not known until 12 months

aft er t he year has ended due to NECA' s "two-year wi ndow" for poo I

reporting. This makes it unclear how pool earnings could be

effectively included in an incentive compensation plan which should

reward employees for known and measurable performance exceeding

objectives for the prior year. This is exacerbated by the fact that

pool earnings typically erode throughout the two-year window. Further,
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pool earnings should not be included to avoid even an appearance of a

conflict of interest by NECA in arriving at interpretations of

Commission rules.

COST STUDY REVIEW

The responden t s be I i eve the Commi ss ion's proposa 1 to requ i re NECA to

report annually on its cost study review results is reasonable. Such

reports, if required by the Commission, should summarize review

findings and should not be company specific. Further, the reports

should not be used as a measure of NECA's performance.

INDEPENDENT AUDITS FOR NON-POOLING LECs

The proposal to retain independent auditors to review non-pooling LECs

would be costly and unnecessary. Many LECs already hire independent

auditors to review financial data and hire consultants for cost study

work. These auditors and consultants also do work for pooling LECs

subject to NECA reviews which provides assurance that pooling and non­

pooling LECs have similar or uniform accounting practices.

Non-pooling LECs are. likely to file two-year tariffs based on

historical costs and demand, using the Commission's Section 61.39

rules. Therefore, the costs underlying the non-pooling LEC's rates for

the two-year period after leaving the pool were already subject to NECA

review. The Commission implemented these tariff filing rules to reduce

administrative burdens on small companies. Imposing additional burdens

on these companies in the form of cost ly audi ts is incons istent wi th

the intent of these rules. Additional regulations are also unnecessary

since these companies are already incented to increase efficiency due

to the risks inherent in two-year tariffs and depooling, likely

resul t ing in reduced prices for access charge customers. Complaint

procedures already exist which can trigger the need for a special audit

3



if warranted for non-pooling LECs.

UNIVERSAL SERVICE FUND AND AVERAGE SCHEDULES

While not specifically addressed in the NPRM, the respondents are

concerned about possible impacts on the Universal Service Fund (USF)

and average schedules which promote universal service and reduce

administrative costs, thus benefitting rural telephone subscribers.

Potential rules changes impacting NECA's revenue distribution process

should in no way jeopardize the continued development, administration,

and maintenance of these mechanisms. Further, rules should not be

imposed which create additional administrative costs for the small

companies participating in these settlement mechanisms.

CONCLUSION

NECA serves very important functions for the LEC industry, including

the administration of access tariffs, nationwide pooling and rate

averaging, and administration of universal service programs and average

s c h e du I e s . The res po nden t sapp I aud the Comm iss ion's e f for t s t 0

eva I ua t e safeguards wh i ch may improve these funct ions since t hey are

cri tical to small companies. Small companies have much at stake in

this proceeding, particularly with regard to the NECA Board

composition. The respondents reiterate their position that Subset 3

representation on the NECA Board must not be reduced. The respondents

also respectfully request the Commission to consider other

recommendations provided herein.
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Attachment A - VTA Member Companies filing in F.C.C. Docket 93-6

Amelia Telephone Corporation
Attn: Bruce Mottern
P.O. Box 22995
Knoxville, TN 37933-0995

Buggs Island Telephone Cooperative
Attn: M. Dale Tetterton, Jr.
P.O. Box 129
Bracey, VA 23919

Burke's Garden Telephone Company
Attn: Sue Moss
P.O. Box 428
Burke's Garden, VA 24608

CFW Telephone Company
Attn: James S. Quarforth
P.O. Box 1990
Waynesboro, VA 22980-1990

Citizens Telephone Cooperative
Attn: James R. Newell
P.O. Box 137
Floyd, VA 24091

Highland Telephone Cooperative
Attn: Elmer E. Halterman
P.O. Box 340
Monterey, VA 24465

MG-W Telephone Company
Attn: L. Ronald Smith
P.O. Box 105
Williamsville, VA 24487

New Castle Telephone Company
Attn: Jerry Harms
P.O. Box 428
New Castle, VA 24127

New Hope Telephone Company
Attn: Kelly L. Chapman
P.O. Box 66
New Hope, VA 24469

North River Telephone Cooperative
Attn: W. R. Fleming
P.O. Box 236
Mt. Crawford, VA 22841-0236

Pembroke Telephone Cooperative
Attn: Stanley Cumbee
P.O. Box 549
Pembroke, VA 24136-0549

Peoples Mutual Telephone Company
Attn: E. B. Fitzgerald, Jr.
P.O. Box 367
Gretna, VA 24557
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Roanoke & Botetourt Telephone Company
Attn: J. Allen Layman
P.O. Box 174
Daleville, VA 24083

Scott County Telephone Cooperative
Attn: James W. McConnell
P.O. Box 487
Gate City, VA 24251

Virginia Telephone Company
Attn: Local Manager
P.O. Box 699
Hot Springs, VA 24445


